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of the facility after the project is com-
plete. The planned revenue should be 
sufficient to provide for all debt serv-
ice, debt reserve, operation and main-
tenance, and, if appropriate, additional 
revenue for facility replacement of 
short-lived assets without building a 
substantial surplus. Ordinarily, the 
total debt service reserve will be equal 
to one average annual loan installment 
which will accumulate at the rate of 
one-tenth of the total each year. 

[62 FR 33478, June 19, 1997, as amended at 64 
FR 29946, June 4, 1999]

§ 1780.36 Approving official review. 
Projects may be obligated as their 

applications are completed and ap-
proved. 

(a) Selection of applications for further 
processing. The application and sup-
porting information submitted will be 
used to determine the applications se-
lected for further development and 
funding. After completing the review, 
the approval official will normally se-
lect those eligible applications with 
the highest priority scores for further 
processing. When authorizing the de-
velopment of an application for fund-
ing, the following will be considered: 

(1) Funds available in State alloca-
tion; 

(2) Anticipated allocation of funds for 
the next fiscal year; and 

(3) Time necessary for applicant to 
complete the application. 

(b) Lower scoring projects. (1) In cases 
where preliminary cost estimates indi-
cate that an eligible, high scoring ap-
plication is unfeasible or would require 
an amount of funding from RUS that 
exceeds either 25 percent of a State’s 
current annual allocation or an 
amount greater than that remaining in 
the State’s allocation, the approval of-
ficial may instead select the next lower 
scoring application for further proc-
essing provided the high scoring appli-
cant is notified of this action and given 
an opportunity to revise the proposal 
and resubmit it. 

(2) If it is found that there is no effec-
tive way to reduce costs or no other 
funding sources, the approval official, 
after consultation with applicant, may 
submit a request for an additional allo-
cation of funds for the proposed project 
to the National Office. The request 

should be submitted during the fiscal 
year in which obligation is anticipated. 
Such request will be considered along 
with all others on hand. A written jus-
tification must be prepared and placed 
in the project file.

§ 1780.37 Applications determined in-
eligible. 

If at any time an application is deter-
mined ineligible, the processing office 
will notify the applicant in writing of 
the reasons. The notification to the ap-
plicant will state that an appeal of this 
decision may be made by the applicant 
under 7 CFR part 11.

§ 1780.38 [Reserved]

§ 1780.39 Application processing. 
(a) Processing conference. Before start-

ing to assemble the full application, 
the applicant should arrange through 
the processing office an application 
conference to provide a basis for or-
derly application assembly. The proc-
essing office will explain program re-
quirements, public information re-
quirements and provide guidance on 
preparation of items necessary for ap-
proval. 

(b) Professional services and contracts 
related to the facility. Fees provided for 
in contracts or agreements shall be 
reasonable. The Agency shall consider 
fees to be reasonable if they are not in 
excess of those ordinarily charged by 
the profession as a whole for similar 
work when RUS financing is not in-
volved. Applicants will be responsible 
for providing the services necessary to 
plan projects including design of facili-
ties, environmental review and docu-
mentation requirements, preparation 
of cost and income estimates, develop-
ment of proposals for organization and 
financing, and overall operation and 
maintenance of the facility. Applicants 
should negotiate for procurement of 
professional services, whereby competi-
tors’ qualifications are evaluated and 
the most qualified competitor is se-
lected, subject to negotiations of fair 
and reasonable compensation. Con-
tracts or other forms of agreement be-
tween the applicant and its profes-
sional and technical representatives 
are required and are subject to RUS 
concurrence. 
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